
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

ia 

19 

20 

21 

22 

23 

24 

25 

2c 

2; 

21 

BEFORE THE 

IOMMISSIONERS 
;ARY PIERCE - Chairman 
50B STUMP 
lANDRA D. KENNEDY 
’AUL NEWMAN 
RENDA BURNS 

ARIZONA CORPORATION 

N THE MATTER OF THE APPLICATION OF PIMA 
JTILITY COMPANY, AN ARIZONA 
:OWORATION, FOR A DETERMINATION OF 
’HE FAIR VALUE OF ITS UTILITY PLANT AND 
’ROPERTY AND FOR INCREASES IN ITS WATER 
WTES AND CHARGES FOR UTILITY SERVICE 
3ASED THEREON. 

N THE MATTER OF THE APPLICATION OF PIMA 
JTILITY COMPANY, AN ARIZONA 
:OWORATION, FOR A DETERMINATION OF 
THE FAIR VALUE OF ITS UTILITY PLANT AND 
’ROPERTY AND FOR INCREASES IN ITS 
NASTEWATER RATES AND CHARGES FOR 
JTILITY SERVICE BASED THEREON. 

DOCKET NO. W-02199A-11-0329 

DOCKET NO. SW-02199A-11-0330 

STAFF’S REPLY BRIEF 

The Utilities Division (“Staff ’) of the Arizona Corporation Commission (“Commission”), 

iereby files its Reply brief, in this matter in response to the arguments and assertions made in the 

nitial closing briefs of Pima Utility Company (“Pima” or “Company”) and the Residential Utility 

Zonsumer Office (“RUC 0” j. 

Staff has considered the information presented and the arguments made by the various parties 

to this matter both at the hearing in this matter and in the initial post-hearing briefs. However, Staff 

has not been persuaded that its findings and determinations were in error. Therefore, Staff continues 

to maintain the positions taken and the recommendations made in its initial post-hearing brief. 

I. RATE BASE ISSUES. 

A. 

The Company argues that because its service area is built out, with no growth opportunity, 

there should be no concern about intergenerational inequities.’ However, the evidence presented is at 

odds with testimony of Company witness Ray Jones. 

Pima’s Wastewater Treatment Facility Contains Excess Capacity. 

The Company relies on data and assumptions from 1994 to support its position that there is no 

excess capacity in its Wastewater Treatment Facility (“WWTF”). According to Mr. Jones, in the 

’ Pima Br.at 7. 
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;ervice area, certain areas were planned for multi-family dwellings.2 But the multi-family dwellings 

were not built.3 Mr. Jones acknowledged that the capacity added at the WWTF was slightly more 

han the units that it ended up ~e rv ing .~  According to the exhibit to Mr. Jones rebuttal testimony, 

3xhibit RLJ-RB3, the current units are 10,701 and the 1994 projected build out, which was the design 

mild out, was 11,237, a difference of 536 units.' Testimony showed that during the test year, for 

)e& day flows, the Company treated 1,438,000 gallons in one day in January of the test year.6 Thus, 

Fewer units being served combined with reduced flows has contributed to the excess capacity being 

:xperienced at the Pima WWTF. 

The Company states in its brief that it is neither fair nor reasonable to exclude plant from rate 

3ase that it was required by the Arizona Department of Environmental Quality to build .7 But as Staff 

witness Marlin Scott, Jr. testified, there have been instances where a wastewater treatment facility 

may have been permitted for one capacity and later that capacity went unused.' In those instances 

Staff has recommended removal of the excess capacity.' 

The evidence demonstrates that the available plant capacity in the Pima WWTF exceeds the 

mount necessary to serve its existing customers. A utility "is entitled to a fair return on the fair value 

Df its properties devoted to the public use, no more and no less."" Where plant is not yet being used 

for the benefit of ratepayers, the cost of the plant cannot be included in rate base.'' Staffs 

recommendations regarding the wastewater plant are reasonable and should be adopted. 

, . .  

. . .  

. . .  

' Tr. Vol. I at 41:16-22. 

' Tr. Vol. I at 41:23-25. 
Exh. A-2 at 6, Jones Rebut. 

Exh. A-2 at 5, Jones Rebt. 
Id. 

'Id. at 9. ' Tr. Vol. I11 at 422:s-17. 

"Ariz. Corp. Comm 'n v. Ariz. Water Co., 85 Ariz. 198,203, 335 P.2d 412,415 (1959). 
'* Consol. Water Utils Ltd. v. Ariz. Corp. Comm'n, 178 Ariz. 478, 483, 875 P.2d 137, 142 
(App. 1993). 

2 

Id. 
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[I. INCOME STATEMENT/OPERATING EXPENSE ISSUES. 

A. 

Pima’s arguments in support of an income tax allowance focus on two points. First, the lack 

of an income tax allowance provides a disincentive for investment in utility infrastructure.12 And 

Pima’s Arguments in Support of an Income Tax Allowance Are Unpersuasive. 

lastly, because tax is generated from income generated in the operation of a utility, there should 

recovery of an income tax allowance. l4  These arguments are flawed, unpersuasive and lack support in 

the record in this docket. 

The evidence in this record and the recent history of utility acquisitions belies the Company’s 

arguments that the lack of an income tax allowance for pass-through entities presents an impediment 

to investment in infrastructure. In the last five years, there has been significant acquisition activity in 

Arizona. EPCOR, USA acquired Arizona-American Water Company 201 1 and Chaparral City Water 

Company in 20 10. Utilities Inc., acquired the stock of Perkins Mountain Water and Perkins Mountain 

Sewer in 2007. 

The Company’s own actions through its history contradict its argument. The Sun Lakes 

development was commenced in the early 1970s by Sun Lakes Marketing, Ltd. (“SLM’). Pima and 

SLM had a commonality of ~wnership.’~ Pima did not need an income tax allowance as an incentive 

to invest in infrastructure. Pima’s incentive was to provide water and wastewater service to its 

affiliated development. At the time Pima was granted its certificate of convenience, and for a period 

of time thereafter Pima switched back and forth between a C-Corp and an S-Corp. In 1972, the 

Company was a C-Corp.I6 In 1973, the Company elected to an S Corp.” In 1979, the Company 

converted back to a C - C O ~ ~ . ’ ~  In 1986, perhaps to take advantage of a change in the Federal Tax 

Code, Pima converted back to an S-Corp, its current corporate form.” 

Exh. A-12 at 2-4. 
l4 ~ d .  
l5 Tr. Vol. I11 at 388:21-389:l; also see In the Matter of the Application ofPima Utility Co. for a 
Permanent Increase In Its Sewer Rates, Dec. No. 621 84 at 2 (Jan. 2000). 
l6 Tr. Vol. I11 at 388. 

l8 Id. at 389 
l9 Id. 

l 7  Id. 

3 
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If there needs to be an incentive to invest in Arizona, there are other tools in the 

Commission’s tool box that can be used to encourage investment in infrastructure. An allowance for 

111 expense that the utility does not incur is not one of them. 

The Company argues that its provision of utility service gives rise to a tax liability.20 But it is 

undisputed that Pima, as an S-Corp, incurs no tax liability and pays no income tax.21 The Company 

isserts that because income arises from the operation of a utility, income tax liability is a cost of 

service and should thus be allowed to recover the cost of that tax liability.23 However, the Company 

Zonveniently ignores the fact that while a C-Corp might actually incur a verifiable amount of income 

tax expense, the same cannot be said for a pass-through entity.24 Pima, as the public service 

corporation did not incur an income tax expense in the test year.25 

Staff is neither trying to gain an unfair advantage nor evade the issue of income tax 

allowance.26 Staffs position has been the same for the last three years that this issue has surfaced; 

there should be no income tax allowance for pass-through en ti tie^.^' 
While Staff and RUCO are in agreement that because Pima does not incur an income tax 

Liability, it should not recover an income tax allowance in rates, Staff disagrees with the conclusion 

that should the Commission allow Pima to recover an income tax allowance, that recovery would not 

result in the setting of just and reasonable rates and thus unconstitutional. 

There is no disagreement that the Commission is constitutionally endowed with a very broad 

power to prescribe rates. Article 15, Section 3, of the Arizona Constitution provides, in relevant part, 

that the Commission “shall have full power to, and shall, prescribe just and reasonable classifications 

to be used and just and reasonable rates and charges to be made and collected, by public service 

corporations within the State for service rendered therein . . . .” In determining just and reasonable 

2o Exh. S-10 at 9, Brown Surbt. 
2’ I~I .  at 10. 
23 Pima Br. at 25. 
24 Exh. S-10 at 9. 
25 Id. at 10. 
26 Pima Br. at 3 1. 
27 See Docket No. 08-0180 (Johnson Utilities); Docket No. 08-0406 (Sunrise Water Company); 
Docket No. 08-0502 (Farmers Water) , Docket No. 09-0359 (Sahaurita Water Company). 

4 
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“ates, the Commission has broad discretion, subject to the obligation to ascertain the fair value of the 

utility’s property and to establish rates that “meet the overall operating costs of the utility and 

produce a reasonable rate of return.”28 

RUCO argues that setting rates based on an operating expense that does not exist will not 

result in just and reasonable rates and is therefore uncon~titutional.~~ Staff disagrees. The 

Commission has the authority to impute equity and debt that does not exist as one of its tools in 

setting rates. For example, the Commission has imputed a hypothetical capital structure in situations 

where an imbalance in the capital structure has the potential to penalize rate payers, whether the 

imbalance is the result of either too much debt or too much equity.30 

The court in Consolidated Water Utilities, LTD v Arizona Corp Com ’n, while recognizing 

that there were other jurisdictions which allowed income tax expenses for companies operating as an 

S-Corp, found that the “decision to allow or disallow that tax expense is to be made by the 

Commission, not the courts.” 31 

A substantial portion of the Company’s requested rate relief is attributable to its request for an 

income tax allowance - over fifty percent of the requested increase for its wastewater division and 

thirty percent of the requested increase for its water division. The Commission’s role is not only to set 

rates so a utility has the opportunity to earn a fair return, but also to protect the consumers from 

overreaching utilities.32 In the instant case, the Company is overreaching. Pima not only requests an 

overly generous salary allowance for Mr. Robson, but also an allowance for expenses it does not 

incur - so that payment of the shareholders’ personal income taxes are borne by its ratepayers. Staff 

recommends that there be no income tax expense allowance. 

. . .  

. . .  

Scates v. Ariz. Corp. Comm ’n, 1 18 Ariz. 53 1, 534, 578 P.2d 61 5 (App. 1978). 

See In the Matter of Southwest Gas Company, Dec. No. 64847 (imputed more equity into the 

28 

29 RUCO Br. at 15. 

capital structure); See In the Matter of Gold Canyon Sewer Company, Dec. No. 70624 (imputed debt 
into the capital structure). 
31 178 Ariz. 478,484, 875 P.2d 137, 143 (1994). 
32 Ariz. Corp. Comm‘n v. State ex rel. Woods, 171 Ariz. 286,290, 830 P.2d 807, 81 1 (1992). 

30 
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RESPECTFULLY SUBMITTED this day 26fh day of July, 2012. 

Scott M. Hisla, Staff Attorney 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
(602) 542-3402 

lriginal and thirteen (1 3) copies 
)f the foregoing were filed this 
!6th day of July, 2012 with: 

locket Control 
lrizona Corporation Commission 
200 West Washington Street 
'hoenix, Arizona 85007 

Zopies of the foregoing were mailed 
his 26* day of July, 20 12 to: 

ray L. Shapiro 
:ENNEMORE CRAIG 
3003 N. Central Avenue, Suite 2600 
'hoenix, AZ 85012 
ittorneys for Pima Utility Company 

laniel W. Pozefsky 
3hief Counsel 
ZESIDENTIAL UTILITY CONSUMER 
OFFICE 
I 110 W. Washington Street, Suite 220 
'hoenix, AZ 85007 
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BEFORE THE ARIZONA CORPORATION OMKISSION 
-# n e@* ww@ TtQ 'LARCIA WEEKS 

RENZ D. CHAIRMAN JE"IN(;S wv;($$!! 
COMM 1 S SIONER 

CQMM I SS ICJNEP. 
DALE H. MOKAN 

&T NO. F:-1009-86-216 
OF CONSOLIDATED WATER UTILITIES. LTD. 
PARKER SYSTEM. FOR AN INCREASE IN ITS - 
iIATER RATES ANI) M A K E S  FOR WATW. ) 
SERVICE IN ITS CERTIFICATED AREA IN 1 
LA PA2 COUNTY. ARIZONA. 1 

1 
1 

iN THE MATTER OF THE APPLICATION OF 1 
CONSaLIDATED WATER UTILITIES, LTD.. 1 

CERTIFICATED AREAS IN VINAL crnrrm. 1 
ARIZONA. ) 

- ---II_ 

PALM SPRIlGS SYSTEM, FOR A RATE 
ADJUSTMENT FOR ITS WATER SERVICE IN ITS f 

I__-_____L_  _--.__---___I- ....-I-I-.-.--- 
t 

DOCKET NO. E-11109-86-332 

IN T t l E  MATTER Ob' '1711.: Al'l'lt,T(XTl~W P F  1 I W X K  NO. E- IDOQ- M-217 
cm:;(n. I ~IATED WAWH t i e r  IL ~ T I K S .  1.m. . 1 
CIRCLE CITY SYSTEM. FOR Mi INCREASE 1 

WATER SERVICE IN ITS CERTXFICATFD 1 
AREA IN MARICOPA WUNTY. ARIZONA. 1 

- IN ITS WATER RATES AND CHARGES FOP. 1 DECISlON NO. 

1 OPXt3ICm Am o%ullm 
_I 

DATES OF HEARING: A p r i l  6 ,  A p r i l  7 ,  A p r i l  20,  May 28. sad b y  29. 1987 

PLACES OF HEARING: Parker and Phoenix. Arizona 

K E A R I E  OFFICER : Marc E, Stern 

IN ATTENDANCE: Harci 8 Weeks. Chairmtrn, Arizona Corporrtiua 
Commission. Renz D. JenningK. Canmissioner, and W e  
H. Morgan. Commissioner; 

APPEARANCES ; 

. . .  

. . .  

EVANS, KITWE AND JENCKES. by Richard L. Sellquiet. 
on behalf of Consolidated Water Utilities, Ltd,; 

PLcharc! L. Taylor, Interuenor; 

Stever ,  J. GIase~. Staff Attorney. Leggal 3ivF~) im. .  QS 

behalf of the Arizona Corpor~tion CclPmirsllon Stoff. 
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Officer of the Canmission. The heating of April 7 ,  1987. was continued urrCi3 

April 20, 1987. with subsequent hearings taking place on k y  28 a d  29. 19817. 

Besides the public  comment which took  place on A p r i l  6. in Parker, puU5c 

comment was also had from the  Arizona Fire District Association Imcorgo~rtd 

in regards to the proposed Fire Hydrant Tariff i n  the Springs 

application. A t  t h e  conclusion of a full public hearing. the matter was t- 

under advisement by the Presiding Officer pending submission of h i s  

Reccmunended Opinion and Order t o  the Commietsion. 

DI SGD SSXON 

With these applications.  Consolidated i B  seeking rate relief for its 

three d i v i s i o n s  which are known 86 the Colorado Division aka P e d r ,  

Junction Division aka Palm Springs, and Circle City Division. 

To begin with, we have examined t h e  m&negement contract between the tbrm 

systems entered i n t o  by Consolidated with an inter-related corponadore, 

Consolidated Ut i l i ty  Contracting. Inc. ("CUCr) . which is comrdlad bp 

Consolidated and Consolidated's general partners. It is noted ?&a& tdaa 

General Manager of Consolidated is the Presiderrt of WC. After cs60ar$airrg 

contract between Iz1C end Consalidated. i t  appears the? the sppohtionawrslt & 

services as described by Conuolidsiterd's Genersl lrlerrager i a  in fact  t 

and WC's charges for its serv ices  which are furnished to Consolidated for t3w 

day t o  day operations of Consolidated's wter  utilities are not orrt af l b  

for t h i s  service.  This fact was a l s o  borne out by SFcaff. H Q P I ~ ~ ~ .  o#e do 

question several  expense items which appear i n  these C&6CB. 

In its applicariozs. Consolidated has a,Xawtd f e r  Frccm? t8m0 p d d  at 

the corporate income t a x  rate. hnsol idated maintains t h s t  thio is pnapt., 

Staff, on rhe other hand, has propoaed two altternsttivves bec~lpwr of t h  fact 

th&t Consolidated iri a partnrrahfp and the prtneclrkip entity i t d f  ra#lp 

pay any incame tax t?~ .  It. is  merely ai reporting entity regard&ag incam 
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BY THE cOrtMI!:SION: 

On September 5. 19%. Consol idated Water Utilities, Ltd.. ("ConrS;dS&t~ 

ox "Applicant'?) a par tne r sh ip ,  f i l e d  turo a p p l i c a t i o n s  mith the k h s k o a a  

Corporat ion Commission ("Commission") reqqurtsting hrserirrp;~ rsp,erdiag its Parkerr 

(nP8rkerw) and C i r c l e  C i t y  ( " C i r c l e  Cityw) sytiterps tQ detewine tha: "f?di~ 

value" of their proper ty  f o r  r a t e m a k i n g  purposes, t o  f i x  ca jw t  aad 

reasonable  rate of return thereon. end thereafter. t o  approve rate rPctr&da&sri 

designed t o  produce said re turns .  On December 22, 19W. Consolidated f i l e d  s: 

t h i r d  a p p l i c a t i o n  on behalf of i t s  Palm Springs ("Palm Springsm') system a&n 

r eques t ing  a hea r ing  t o  de te rn ine  t h e  " f a i r  value" of i t 6  property €os 

r a t e m e k i n g  p~fpose~. t o  f i x  Q j u s t  and reesonebte rate of return therean. at& 

thereafter. t o  approve rate schedules to produce s a i d  refmil far tbafa: 

syryatem.l Richard L. Taylor  reques ted  intervent ion i n  the case irnrolviag rhw 

Paler Spr ings  a p p l i c a t i o n  and vaa gran ted  i n t e r v e n t i o n  on March 22. I?@. Qn 

March 6 .  1987. Consol idated mailed a copy of t h e  cormPisrs;icmc (i Hotice aP 

Hearing by first class U.S. mail t o  each of its c ~ ~ i t o ~ ~ e r s  of record f n  t b  

Parker and Palm Springs systems regard ing  the hearing that was ochdaled %a 

Phoenix at the Commission's Office5 on A p r i l  7 .  1987. Oa Mercb 17, 1987, & 

Applicant also notified its custa~~ers of record  by first class U.S. maif ia 

the Circle City s y s r e n  of the pending hea r ing  scheduled for April 7 ,  la@. 

On Apr i l  6 ,  1987, publ ic  comment vas taken in Parker, Atizaoa, 2% 

response  t o  numerous p r o t e s t s  regarding t h e  praposad rate increase by tha 

Applicsnt. The Chairman and other Cotmiosioners were in atteadance. ~ b i  weme 

r e p r e s e n t a t i v e s  of the hppiican:. Dn Apr i l  7 .  1981. the hearhg was caa~tamQ 

I .  Consiolideted i s  a p a r t n e r s h i p  which wnh: a l l  thrat grstaar. A teparar~ 
docket nunber vas a p p l i e d  t o  each application, but the tiwee camti 9- 

consolidated by a Procedural Order OR February 25, le%?. 
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to  its partners. Due t o  the  Tax Reform Act of 1966. Staff recommended w h a t  it 

believes is the appropriate income tax ra te  t o  be used by e e h  of the 
\ 

individuar syatams controlled by Cheo l idc tad .  Staff h m  recommended tbt  tb&% 

income tax rate for  an unmarried indiv idual  taxpeyet be used because Applicant 

is a partnership. Alternatively,  Staff recommended that the corporate tax 

rates be u t i l i e e d  i n  what i s  re ferred  t o  aaa the Staff altensate in regard6 to 

Staf f l s  proposed rates. The Comission disagrees with the  arguments proposed 

by the hpplicant and Staff. In our analysis. we cannot rationally a;Uaa 

expenses f o r  income taxes i n  any fow which are not actua l ly  paid by the 

operating entity that  controls  the water u t i l i t i e s .  In t h i s  case, Consolidated 

w i l l  pay no taxes on the income which i t  generates from the rates which ara 

authorized hereinafter, Therefore. t e  s h a l l  not allow any income tax explanos 

to be charged t o  its  rare payers. 

Another expense i t e m  which w e  wish t o  ermine is t h a t  of the rate case 

expense. which Consolidated and t h e  Staff have araortized over 8 two yeatr 

period. In our opin ion .  the two-year amortization period is unreasonable. A 

review of the  Applicant's last r a t e  cases f o r  each of the three 1spstec89; 

i l l u s t r a t e s  that  these  u t i l i t i e s  have not sought an increase since 1982.1 

Based on t h i s  pastern, we f i n d  t h a t  rate case expense should be amorthed 

a foueyear period rather than a two-year period a6 chosen by both Staff smf& 

the Applicant. 

We & S O  f i n d  that the inclusion of Well No. 3 i n  rate base for the  PI&& 

Springs system i s  improper because i t  i s  not used and useful. As a zesdt, 

p l g n t  shouid be reeucez by S48.809, as re= 

-- 
I ,  Consolideted's Parker system was last authorized t o  increase its r a t ~  i~ 
Decision No. 53306 (December 1, 1982); Pala Spring8 system i n  k c i s i o n  & 
52092 (April 24, 1981); and the Circ le  City syetaan i n  Decisiap Ne. 50232 
(December 7 3.9791 
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depreciation enpuoe should be d i o e l l  wed. 

In considering these three separate appl icat ions ,  it i o  our op5nioa 

the operations of call three systems mu#t be considered together i n  airivisg at 

a r a t e  of return €or rhe partnership entiry which wns and operates the p&%IE 

water u t i l i t i e s .  Although each system must be examined separately i a  ~ ~ L P U E  of 

its revenues and operating expenses, the cnrerall p icture  m a s t  be comsidard En 

setting a r@a$onable end jus t  rate of return f o r  tbe partnership. Under &e 

circurnstancas preEiented i n  these CB(PBB.  we hme decided t o  adopt Sr;cff"r 

recamended rates. a6 a d j u s t e d  here in ,  w h i c h  prowide for Gmrsdidsted to e8m 

a 9.14X percent rate of return on total Fair V d u e  Rate &em, 

* * * * * * * * * * 

Kaving considered the  entire record herein and baiza8 f u l l y  s&vimti ia eha 

premises, the Commission finds. concludes, and orders that : 

FTSDZlocS OF FA= 

1. Consdidated i s  8 partnership engaged i n  prosrLding wet%€ for +€e 

purposes i n  ver ious  parts of La p8z County. Pinat  C~unty, m d  Pbr3copr Cumwry, 

Arizona, pursuant to authority granted by th is  Co~miesiaar, 

2, On September 5. 19E6, Conso l ib ted  filed appzicaaiolrur with dw 

Commission f o r  i t s  Parker azid Circle City systatus requesting the earrisagan t a  

determine the "fair value" of their property for rrtrdtiarg p u r p o ~ ~  t o  fEa;r 

8 just and reasonable rate of return thereon, and $0  establfoh ea$ o m  

rate schedules designed t o  produce said return. 
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u s t a t e m  i n  i t s  Parker and P a l m  Springs rqyiitew on Wdlrch 6 ,  1987, m b  &a ita 

rcle City system on March 17, 1987, by f i r e t  d a o o  U.S. rail.  

5. Consdidated'e Test Year (Anw) ended Detxmbtpr 31, LBE15, y.#i 

8 Palm Springs Divigion w i t h  $155.361 in operatins incrme; Parkeo uSuh (I 

29,484 operating l o s s ;  and i t a  Circle C i t y  system with 8n operating loor d 

3,020. resulting in total operating incane of $2,857 for t h e  Tp. 

6.  Consolidated had a total Original Cosr %re Base (Y)GI(B"l of 

.344,925; a total Reconstructed b t s  Base ("RCRB'') of $4.398.216; a d  8 

tal F a i r  Value b t e  Base ("WFtE") of $3,871,571 ae of the and of tha TI. 

7 .  The Palm Spring6 Division received its l a s t  perarrrenr raee iscreu~a! 

Decision No. 52092 (April 24, 1981). which Decision authorhad tie 

&lawing r a t e  effective w i t h  May 1. 1981 usage: 

#?TKLY USAGE CHARGE: 
ncludes no water) 

Present 
Rates 

8 x 3/4" Meter 
3/4" Meter 

1" Wter 
1 1/2" #eter 

2 A  Meter 
3" Meter 
4 n  * t e t  
S A  Weter 
6." Weter 

$ 10.00 

25 900 
50 900 

100 .oo 
100.00 
100 .oo 

I00 -00 

-- 

- 

re Hydrant - per month 5 .OO 

cess Gallonage Charge 
r 1 ,000 Gallons 3.54 

JWICE LINE AMI EneTER INSTALLATION CRAKES: 
efundable pursuant to A.A.C. Rl4-2-405) 

8 x 3/4" Meter 
3/4" Meter 

1" Meter 
1 U 2 "  Meter 

2" Meter 

0 8  

stoo.00 
I20 -00 
160*00 
300 -00 
400 .OO 

- 6 -  



1 
z 
3 

4 

5 

6 

1 

I 

5 

1: 

1 

3 

I 
1 

3 

I 

3 
1 
d 

5 
4 
1 

2 

2 

2 

2 

2 

2 

2 

r&Mi.sbant $ 1DIOO * posit 

* Puteuant t o  A.A.C. Rl4-2-453CB). 

8, In irs application for Pals Springs, 

~~ ln i s s ion  authorization t o  increase its rates f tar 

( 8  x 3/4" Meter 
3/4# Meter 

1" Meter 
1 112" Mazer 

2" k t e r  
3" Meter 
4" Meter 
5" Meex 
6" Heter 

-0- -0- 

7 .m 7 *c)o 

3.94 3.88 

d l m s  in %Mirnimwn 

:ire Hydrant - per month 

kcess Gdlomge - per 1,000 

. . .  
e . .  

$175.00 
185 .oo 
225100 
u s  c o o  

550 .oo 
bet 
Coat 
Coat 
Cost 



P 

,;-A 

.1 

1 

1 

1 

11 

1 

1 

I 
2 

2: 

2; 

22 

24 

25 

26 

27 

28 

* 
0 

t* 

* 
* 

** 
* * Deposit Interest 

Re-&tab2 icrbment (Wirbia 12 Months) 
NSF h e c k  

*Q , 

15 .m IS .Mf 1s .09 
Referrre& P q w m  -.. 

-.. -L 

h t s r  Re-had ( I f  Correct) 10 .oo 10 .oo 10.06 
J: Pursuant t o  A , k C .  Rl&&2-403(B). ** 
Note 1 .  

lumber of months off Bystcso tLcs the Igantuy e n i a ~ m ,  

Pavement cut t ing  or r a d  boring at actuaI Co8t. 

6 requested t%kat in the eVeBft tkw 
_ _  riasiner househcird requests @wxrice at the m e  

i t h i n  the 12laonrh period follaoing disconnection far &&iuq-ys a 
tility shall  requite payment of the $25.00 deIinguent reC-ect fw &* 
wrentee depoait p lus  any unpaid delinquent amount I";rw (the 
imes the number of months between disconnection and recos~ctrgon). 

Note 3. Other meter ekes and ben& t e s t a  w i l l .  h at aet\wil. ~evgt,  

9. Staff has also recommended that CDnsoii&e& f a e  a S-Q 

he collection of any proportionctte sbre of snp privilege, sa@, 

urcuant t o  A,C. C. rU4-2-409(D) ( 5 )  for all thrm qgotaas, 

L306 (December 1 ,  1982), which Decision authorized the f & l e ~ . %  

'fective with December 1, 1982 usage: 

10, Parker received its l a s t  pemanrmt rate ineeaee ia 

7 .m 

2*20 

- 8-  



1 

2 

3 

4 

r 
U 

c 
7 

E 

s 
1c 

11 

1: 

1: 

l.1 

1: 

1t 

1: 

I t  

1z 

2c 

23 

2; 

2: 

24 

25 

26 

27 

28 

SERVICE LINE AND METER INST&LATION CNMGES: 
[Refundable pursuant to  A. A. C. Rl4-2-405) 

5/8 x 3/4" Meter 
3/4" *ter 

I" Meter 
1 1/2" Meter 

2" Meter 

$100.00 
120 .oo 
160.00 
300 .oo 
370.60 

SEIWICE CHARGES: 

Eetabl iehment s 
- 

Establishment (After Hours) 
Reconnection (Delinquent) 
Meter Test ( I f  Correct) 
[5 /8 x 3/4" Meter) See Note 1. 

Deposit Int et est 
Re-Establishenent (Within 12 Months) 
NSF Check 
Deferred Payment 
Meter Re-Read ( I f  Correct) 

Depoei t 

10.00 
25 .OO 
10,OO 
15 .OO 

* 
* 
t* 

10.00 

10.00 
-- 

f Pursuant t o  A.A.C. Rl4-2-403(B). 
** Minimum monthly charge 1e6s v d u a  of water inc1uded i n  W i d U o l r e  got 

each month or f rac t ion  thereof.  

Note 1. A l l  other sizes and bench t e s t s  required rill ke! at s ~ t d  cuSt, 

11. Consolidated w i t h  i t s  September 5 ,  1986, eppliccrrticm L o z  EWbr 

requested the Coaunission's authorization t o  incream? i t o  rates for  

service. to which Staff  proposed two alternatives due to tbe inctme 

5/Et x 3/4' Meter 
3 / 4 =  Meter 

I* Hetter 
1 h'2" Meter 

2' Meter 
3" Meter 
4" k r e r  
6" Meter 

3EEEY 

8 15,oo 
22 .oo 
27 .oo 
48.00 

125.00 
175.00 
225.00 

mo .oa 

. . .  



2 

5 

4 

5 

6 

7 

8 

9 

1U 

11 

3.2 

13 

14 

15 

36 

17 

xa 
19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Firs qdrant  - per month 7 .oo 7 .IK, 

SERVICE LINE AND METER INSTALLATfOE? CEBAR13E5: Sere Hate 1. 
XRef uxadahle pursuant t o  &A. C. W4-2-4@5) 

$17 5 .OO S l f 5 , O C )  
1 %.5 *OD 1 PEi 000 
225.00 225 .oo 
47 5 .oo 4'15 .DO 
550 e00 f5O.W 

Colat cost 

s 25.00 
25 &O 
29 .QO 
15 .oo 

* 
* 

** 
15.50 
10.00 

** Number of months off  q s t m  t imes the mcrnthlp m5aitntlar, 

Note 1, Road crossing involving cutting 01: baring at ccmt. 

Note 2.  Conmliciatod ha8 requested rbes  in the event the de&isq.m* 
cwtmer 01: a namber oE hidher  household raquest service et tohe stme 
wfrhin the 12-month period fo l lw ibg  discannectian far &$i.nqtwmqr 
u t i l . i t i e s  &hall require peymtnnt of the $25.00 d e l i t q u e a t  recommct: fm @ae a 
guaranteed deposit plus any unpaid delinquent pll~omtr p lw (tke si- 03r 
time the number of months between diwxmnection sad reconneetion). 

Note 3 .  Other meter sizes and bench t e s t a  a t  actual  cost. 

MO. 50232 (Srcpt-aber 7 ,  1979) e which Decision aar'fr;lorited the fd5cwinlgi =@#ma 

effective with September I. 1979 usege: 

MpMafLY U S S E  Q I W E :  Present 
(Includes 4,000 G d l ~ n s  Rates 
for 5 F 8 x  3 / P  Heters and 

5 / 8  x 3 / P  Meter 
I 1/2* Mater 

2" Meter 



1 

2 

3 

4 

5 

6 

7 

I; 

1c 

33 

l i  

1: 

14 

1: 

fE 

2c 

23 

2: 

22 

24 

25 

26 

27 

28 

&cess Gallo~wge Charge 
per  1,000 &dlons -99 

SEWICE LINE AND METER IWSThtLATIoiJ CRARcEsi: 
(Refundable pursuant to A.A. C. Rl4-2-405) 

518 x 3 / 4 n  ~eter 
3/4* Meter 

1" Meter 
1 t / 2 "  Meter 

2A Meter 

$1 00 .OQ 
120 .oo 
160.60 
300 ,oo 
400 .(to 

SERVICE CHARGES: 

Reconnect ion (Del inquenr 5 .oo 
Deposit a 
&posit  Interest * 
ReEstablishment (Within 12 Months! ** 
Meter Re-Read (If Correct) 2.50 

* Pursuant to A.A.C. R14-2-403(B). 
** Number of months of f  the q w t e m  times the monthly minkma. 

13. Or1 Sey:unber 5 ,  1986, Conaralidatted t i l e d  an appl icat ion for Ci,relr, 

City requesting authorization to increase ita rates for water  aexviee. rm 

which Staff proposed trso alternatives 8s follows: 

5 / 8  E 3/4" Meter 
3/4" Meter 

1" 13eter 
1 1/2" Meter 

2" Meter 
3" Meter 
4" Meter 
6" Meter 

Gallons in Minimum 

Fire Hydrant - per month 

%cess Gallonage - per ?,DOC 

-_..-I -- 

!2?!Ez 
s 15.00 

22 .OQ 
35.00 
75.00 

1 50 .oo 
175.00 
zoo .oo 
250 .OO 

StsZE - 
10.75 
22-00 
35 .oa 
75.00 

100 .QO 
125.04 
1513.00 
17 5 -00 

2 .ooo 2 . 0 0  2 .dwo 

7 .DO f .oo 7 -00 

. * .  



5 

4 

5 

6 

7 

8 

9 

10 

11 

22 

13 

34 

19 

1E 

17 

1 E  

15 

2c 

23 

2 2  

22 

24 

25 

26 

27 

28 

m1CE Q t r n E S t  

Estsbl iebent $ 25.00 
Establishneat (Aft e t  Hourh? 25 a 0 0  
Reconnect (Delinquent) S e e  Note 2. 2S.00 
Meter Test (If Correct) See Note 3 ,  15.00 
( 5 / $  x 3/4" Meter) 
Deposit * 
DeJpoait Interest * 
RbEstab1is)llotsnt (Within 12 Hantho) ** 
NSF Check 15 *oo 
Meter R e R e a d  (If Correct) 10 .oo 

$@e #ore 1. 

S 25-00 
25 &? 
25 *oo 
15 -00 

c 
i r  

H 
15 .# 
1o.w 



1 

2 

3 

4 

E 

E 

9 

E 

5 

IC 

13 

1: 

1: 

3.4 

I! 
I( 

I' 

11 

I! 

2( 

2: 

2: 

2; 

2L 

2: 

2f 

2;  

a 

Staf f ,  it should be amortized over a period of four yecars. 

1 7 .  A s  we s tated earlier. we believe that i t  Is necessary to make 813 

adjustment t o  the rate base of the Palm Springs' system by rePPwing $4$.#!3 

representing t h e  value of Well No. 3 which Staff  has found not used 4 

useful, which reduces the Palm Springs' orig inal  cost plant €ran $3.501.190 to 

$3,452.3 81 .3 

18. It i s  improper to impute any income tax. expense for  the three 

systems since Consolidated i s  a partnership and, accordingly, we have ao2; 

considered these expenaeer in arriv ing  a t  fe i  r etnd ~ e a ~ i ~ ~ b l e  fates. 

19, S t a f f ' s  proposed rates and chargea for the Applicenr'a rhrw 

systems would produce $1,659,081 i n  total operating revenues and SI,SQS,253 irr 

total operating expenses a f t e r  our adjustments, re su l t ing  i n  $353.828 i n  tot& 

operating income for  the TY. 

20. The Fair Value Rate Base of the three  water utilities system is 

determined to be a s  follaars: Palm Springs $2.372.086; P a t h  $1,3(3.0.590; a d  

C i r c l e  C i t y  $198,895.  resulting in e tota l  FVRB of $3,873,571, 

21. During the TY, Consa l ib ted  had a t o t a l  of 3 ,246  custoarers.4 

22. According t o  Staff, Consolidated's proposer? rates for its Pdrm 

Springs system would result i n  a 9.2 percent increase for i t s  wterae pp~%o, 

while  Staff's proposed rates w o d d  result i n  an 8 percent increase for rr;Jke 

merage user; i n  the Parker system, the Applicant's proposed rates  would caw* 

the rates of an average user t o  increase by 119.5 percent while Staff's 

proposed rates would cause an increase of 78.1 percent; ltnd i n  Circle Qtp &e 

Applicant's propose2 ra tes  w c . d C  a w e  the rates of BL: everage m8- f~ 

3 .  An adjustment would also  be requ3red t o  the  Tp depreciation hxpeaea &a 
the mount of $2,440 (S48,SS I .OS). 

4. Palm Springs had 3,594 custonercpi Porker 1,543 eur~tanerl~; and Circ€e (3,- 
109 customers. 
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1: 
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1 

1 

1 

2 

2 
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2 

2 

2 

2 

2 

2 

increase by 198.3 percent and Staff's proposed rates would cause an 

increase of 103.4 percent. 

23.  A fa ir  and reasonable rate  of return on Coneol %dated's tQWE.l mm 
€or its three q 6 i t e ~ l s  i s  9.14 porcent a f t e r  our adjutrrments a8 prwiow&y 

descFibad timeitt. 

24. 'he r a t e s  authorized herein belaa are designed t o  produce a 9.14 

percent ra te  of return on Consdidated t o t a l  WRB. 

1. Consolidated's Palm Springs, Parker, and Circle C i t y  water regfltcaaar 

are public service corporations within the  meaning of Article XO of the 

Arizona Constitution and A.R.S.  § S  40-250 anC 40-251. 

2. The Comnaission has j u r i s d i c t i o n  over Conaolidated rmd each of' its 

three systems and of the subject  matter of the epplicrptions. 

3 .  Notice of Consolidared'6 appl icat ions  and proposed tariffs wpli 

g iven  i n  the manner prescribed by Law. 

4. The rates  and charges proposed by Applicant for P a l o  S p r i w ,  

Parker. and Circle City are not just and reasonable. 

5 .  The increase i n  water rateo end c h a r g e s  a s  are a u t h o r i a d  

hereinafter are j u s t  and reasonable s a d  should be apprmed by the CaSmdmshnm 

pursuant t o  A.R.S. 40-250. 

fHmm - 
IT IS TWEREFORE ORDERED chat the Palm SprinEs system of ~ ~ i & ~ ~  

Water Ut i l i t ies ,  L t d . ,  be. and the same is, authorized and dimetad  t o  fQg 

t h e  follcrwing mended scbeC6e of rates and &ergel;: 

. . .  

. . .  

. . .  
s . .  



Fire Hydrant - per month 7 .oo 

Excess: GeSloaage there  
per 1,000 Gatlona $ 3.88 

S J S  x 3/4" lsleter 
3/4" Heter 

la meter 
1 1/2" b r e r  

2" Hetcat 
3'@ Wter 
4" leter 
Sn k t a r  
6" Plerer 

$ 25.00 
25 .DO 
25.00 
15 .ocr 



3 

3; 

3.: 

14 

I! 

a 
1: 

It 

IS 
2c 

21 

22 

23 

24 

23 

26 

27 

28 

Fire Hydrant - per month 7.00 ' 

* 
f** 

Other leeter sizes and bench tests at a c t a  cost. 
** PuraateLat t o  A . k C .  %6-2-#3(8). 

N u a b e t  of months o f f  qdtt the 

. .  
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24 
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Fire Hydrant 7 *oo 

&cess charge per 1,000 Gallons $ 1.95 

5 / 8  x 3/4," Meter 
314" Meter 

1" Meter 
1 l /P Meter 

2" Meter 
3" Meter 
4" Mater 
6" Hetcrr 

Road croasing involving cutting M boring et acllral cast. 

SERVICE CWGES: 

mabz h b e n t  $25 .OO 

Rtscomectiaa (Delinquent) 25.00 
&ter T e s t  (If Correct) * 15 A0 
( 5 / 8  x 3/4" Meter) 
Depot35 t ¶k+ 

Deposit Anterast *+ 
Be-Fmablishaenr (Within 1 2  Pbonths) *** 
14% Check 1s -00 
Merer R e R e a d  (If Correct) zo*oo 

EsraUishrPent (After HoUtE) 25 .a0 



dZ service provided 0% or after Jarsusrzy 1. 19W. 

IT NR'LlfER ORDERED that the P a m  Bplings, Pa~lrer, wid CII'&L~ ckty ap 

d Consolidated Water Utilities, Ltd,,  wbcill notify each of th&r cwtrm#Fs 

rteans of inrsert i n  the next regular monthly b i l l ing  & the apprwed aw-6 Wec 

charges and the effective date of smer 

IT IS FURTHER ORDERED that t h i s  Lks?eisS.on ahrr;ll bcose 

immediately. 

BY ORDER OF THE ARIZONA WREhDRATION CCMHZSBIW. 

,/ .,' 


